(4)   A real estate promoter was sentenced to 5 years
imprisonment on charges of evading $600,000 in cor-
porate income taxes for 2 years, This same taxpayer
was sentenced in 1965 to pay a fine of only ,$100 for
failing to file individual and corporate returns for 3
years,

(5)   A former philosophy professor was sentenced to
1 year in prison for supplying a false and fraudulent
Employee's Withholding Exemption Certificate to his
employer. The taxpayer was opposed to United States
involvement in Vietnam. He asserted that 14 additional
dependents claimed by him consisted of "several million
Vietnamese, the peasants of South America, and the
poor black and white of America."

(6)   A multi-millionaire former clothing manufacturer
was sentenced to serve 3 months in prison for evading
nearly $500,000 in corporate income taxes. At the time
of the evasion, he controlled 15 manufacturing companies.

(7)   The president and executive vice president of the
largest trailer manufacturing corporation in the country
were indicted on charges of attempted evasion of the
manufacturers' excise tax liability.

Willful Noncompliance

The Intelligence Division expended nearly 10 percent of
its manpower during FY 1971 in carrying out its mission
to identify the extent of willful noncompliance with the
tax laws.

The Division gathered intelligence data independently
and in collaboration with the Audit Division of IRS in
programs designed to identify significant noncompliance
situations.

The benefits of these activities are twofold. First, the
Division leams the location and magnitude of problem
areas, as well as current developments in tax fraud
schemes and techniques. Second, because of the resulting
familiarity with compliance, the Division can more judi-
ciously allocate its resources to those enforcement activi-
ties having the greatest deterrent potential.

Descriptions follow of examples of noncompliance cases
developed by Intelligence Division investigations in FY
1971.

Moonlighting income. The Intelligence Division has
found that payments made outside of regular payroll pro-
cedures are frequently not included in the recipient's tax
return. In one large city, the Division discovered that off-
duty compensation was being disbursed to policemen
through the police commissioner. Payments totaling
$3,400,000 over a 2-year period were matched, by com-

puter, against tax returns. Less than 2 percent <
recipients correctly reported this income. There iv
evidence of wrongdoing by the police commissioner
procedure was for those who needed special police
tection to request protection through the office c
police commissioner. (Specific officers were not requ
only numbers of men required.) The police depan
then publicized the requests and chose those officer:
were interested. The protected parties or functions
paid the police department, whose payroll activity
paid the police involved.

Stock swindles. Promoters and brokerage firms local
a western State were found to be dealing in the si
worthless mining stocks. Substantial amounts fror
sale of this stock were omitted from the income tax re
filed by the promoters. Additional investigation disc
that this practice extends to at least 22 States throuj
the country. One investigation has recently been
eluded with a recommendation for prosecution inve
taxes and penalties totaling ,$3,000,000.

Retail-wholesale sales. An investigation of a closely
corporation in retail sales disclosed that unreportcd
were being used to purchase merchandise with cur
frorn manufacturers. The manufacturers sold their j
at a lower price provided payment was made with
rcncy rather than by check. Indications arc that cur
totaling $425,000 was paid in this manner ti
manufacturers.

Corruption of Public Officials

Intelligence Division investigations of alleged corru
of public officials occasionally result in evidence not
of tax law violations but also evidence of extoi
bribery, and conspiracy.

Following are examples of criminal actions tha
curred in FY 1971:

n The former mayor of Newark, N.J., was sente
to 10 years in prison and a $25,000 fine,

G The district attorney for New Orleans, La.,
indicted, together with two high ranking office
the New Orleans Police Department.

G The former Governor of West Virginia was sente
to 12 years in prison and a fine of $50,000 for bri
a juror during a previous trial that resulted ii
acquittal.

Q The former Alabama attorney general was sentc
to serve 8 years in prison,

G The former mayor of Jersey City, N. J,3 was sente
to 15 years in prison.

Training Assistance

During FY 1971, the Intelligence Division trainei
enforcement personnel from other jurisdictions it
Special Agent Basic School (SABS). These indivie
were sponsored by the Law Enforcement Assistance
ministration (LEAA), and represented 24 States, Pi:
Rico, and Guam. Tax agents from Singapore and S>
Korea also participated.                                           '

SABS provides training in the techniques of final
investigations and the applicable law. Special agen
the Intelligence Division attended the classes with
other enforcement personnel.                                    |

Special sessions were also conducted for tax offi
from Brazil and Lebanon under sponsorship of the
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